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Par Value of Argentine Peso 


An initial par value for the Argentine peso. at 18.0000 
pesos per U.S. dollar. has been established by agreement 
between the Government of the Argentine Republic and 


the International Monetary Fund. 


The parities for the Argentine peso in terms of gold 


and in terms of the U.S. dollar of the weight and fineness 


International Finance Corporation 


By January 11. the membership of the International 
Finance Corporation had risen to 47 countries. with 
capital subscriptions totaling $90,396,000, Since July 24. 
1956. when the IFC came into existence with 31 member 
countries (see this News Survey, Vol. IX. p. 26), the 
Austria 
Belgium, Brazil. Burma. Indonesia, Iran, Iraq. Israel 
Italy. Netherlands 


following 16 countries have become members: 


Lebanon. Luxembourg. Paraguay 


Thailand. Turkey. and Venezuela 


IFC has been eXamining a great many investment pro 


posals which have been put forward by industrialists 


from member countries. No investments have vet been 
made. but several proposals are under active considera 


tion. 


Source: International Finance Corporation 


lease. Washington. D.C.. January 11 


Europe 
Sterling Exchange Rates 


The official confirmation that the drain on the sterling 
area gold and dollar reserves had been halted (see this 
Vews Survey, Vol. IX, p. 205) was favorably received in 
the foreign exchange markets. The sterling-dollar rate. 
which had been fluctuating around $2.78‘, for some 
time, rose above $2.79 for the first time since July 25 
1956. The discount on three-month forward sterling also 
narrowed still further to 1 !%0 cents, the lowest since 
November 15, 1956. Sterling made further progress in 
continental centers, and the transferable sterling rate in 
Zurich reached the highest point, $2.75 ,, since the end 
of October. The turnover, however, was moderate and it 
was believed that there had not yet been any substantial 
“bear” covering. The sterling area as a whole is moving 
into the period when its earnings are normally high. 
Commodities such as wool, cocoa, and other raw materials 
are already arriving on the North American continent and 


Meanwhile. 


payment has to be made for them. apart 


in effect on July 1. 1944 are as follows: 0.0193706 gram 
of fine gold per Argentine peso; 630,000 Argentine pesos 
per troy ounce of fine gold: 


U.S. dollar 


8.0000 Argentine pesos pel 


59556 U.S. cents per Argentine peso 


Fund, Press Release 
Washington, D.C... January 10, 1957. 


Source: International Monetary 


from the continuing payments for dollar oil. the seasonal 
shipments of wheat and timber have ended. and ste rling 
is beginning to benefit from a genuine demand on com 


mercial account. 


On January 15. the spot rate in’ New York was 
$2.79 >=" the three-month forward rate, $2.78!.. the 
rate for transferable sterling. $2.7665. and the rate for 


security sterling, $2.61! 


Sources: The Times, January 5. 1957. and The Econo 
mist, January 12, 1957. London. England: The 
Wall Street Journal, New York. N.Y Jar 
ivy 16, 1957. 


French Budget Deficit in 1956 


\ccording to the latest estimates, the total deficit of 

the French Treasury for 1956 on budgetary as well as 
onbudgetary (e.g.. advances for modernization, low rent 

construction financed by the Government, etc.) operations 
imounted to F 1.057 billion. « ompared with F 803 billion 
in 1955. This deterioration in government finances was 
due almost entirely to an increase in the deficit on 
hudgetary operations proper, which increased from F 426 
billion in 1955 to F 660 billion in 1956, 

Budgetary civilian expenditure was higher than in 195 
by F 337 billion, mainly as a result of increases in subsi 
dies, in debt service. and in government salaries, pensions 
ind social benefits. While ordinary military expenditure 
decreased by F 33 billion, additional military expenditure 
in Algeria rose from F 18 billion in 1955 to F 315 billion 
in 1956. 

Total revenue for 1956 is estimated at F 3.554 billion. 
i.e., F 337 billion higher than in 1955. Tax re eipts were 
substantially higher as a result of the continued expan 
sion of the economy and the introduction of certain new 
taxes; U.S. aid receipts, mostly on account of previous 
expenditure in Indochina, declined from F 105 billion in 
1955 to F 50 billion in 1956. 

Vonde 


16-17, 1956. 


Sources Le 


Paris, France, December 12 and 
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Proposed Tax on Foreign Exchange Purchased by French Tourists 


The French Government proposed in the 1957 budget 
to introduce a number of new taxes to finance increased 
family allowances in agriculture. One of these taxes, a 
tax of 0.6 per cent on gold transactions, was approved by 
the National Assembly but rejected by the Council of the 
Republic on the ground that a tax on gold transactions 
would create a black market for dealings in gold. The 
Council proposed instead a tax on foreign exchange pur- 
chased for the purpose of French tourism abroad. 

By a law of December 30, 1956, a compromise between 
these two proposals was effected. The 0.6 per cent tax 
on gold dealings was approved, but the Government was 
authorized to suspend it by decree and to replace it by a 
tax on foreign exchange purchased by French tourists. 
The rate of the latter tax is not specified, but it must be 
such as to yield 1.5 billion francs, the estimated yield of 
the tax on gold dealings. It has been calculated that a 
3 per cent tax on foreign exchange will yield this amount. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 

December 30, 1956; Le Monde, Paris, France. 
January 3. 1957. 


Swedish Production, 1956-60 


\ recently published report by a committee appointed 
to review long-term trends in Sweden’s economy shows 
that some branches of Swedish industry. such as the iron 
ore mines, the forest industry. and certain sectors of the 
engineering industry, are preparing a considerable expan- 
sion of capacity, which could lead to a substantial increase 
in Sweden's exports. The merchant marine is planning a 
similar extension. 

Iron ore output is expected to rise from 17,500,000 
tons in 1955 to 21.400,000 tons in 1960. As domestic con- 
sumption is likely to increase from 2,100,000 tons to 
3,000,000 tons, the exportable surplus would rise to 
18,400,000 tons. Steel production is also estimated to 
increase from 1,500,000 tons to 2,200,000 tons. While 
exports are expected to remain unchanged at 300,000 tons, 
imports may be cut by 50 per cent, to 400,000 tons, with 
an increase in domestic consumption from 1,900,000 tons 
to 2.300.000 tons. 


Timber output is expected to remain unchanged at 
1,800,000 standards. Exports are likely to be about 
850,000 standards to 900,000 standards per annum over 
the five years, or about 12-17 per cent less than the 1955 
peak. 

For pulp, the committee estimates an increase in pro- 
duction from 3,900,000 tons to somewhat more than 
1,900,000 tons, if the planned expansion of capacity can 
be fully utilized. Half of the increase may be available 
for export, which would mean an increase in shipments 
from 2,300,000 tons to 2,800,000 tons. 


The output of paper is likely to rise from 1,500,000 


tons to about 2,000,000 tons, and exports from 800,000 
tons to over 1,200,000 tons. An increase from 430,000 
tons to 570,000 tons is forecast for the output of wall- 
board. 

For machinery and instruments, exports are estimated 
to increase by 34 per cent over the five-year period and 
imports by 20 per cent. Motorcar exports are likely to 
rise by 90 per cent, while imports are assumed to remain 
unchanged. Exports of ships are estimated at SKr 600 
million per annum (in 1955 prices). 

The demand for coal and coke imports is expected to 
drop from 5.900.000 tons in 1955 to 4,500,000 tons in 
1960. Imports of liquid fuels, on the other hand. are 
estimated to rise from 8,000,000 tons to 12,000,000 tons. 
{ 22 per cent increase is likely in imports of chemical 
products. Some decrease is foreseen for textile raw ma- 
terials, while imports of finished textile goods may rise, 
Source: Svenska Dagbladet, Stockholm, Sweden, Decem- 

ber 28, 1956. 


Banking Policy in Finland 


According to an agreement concluded by the main 
credit institutions in Finland concerning deposit rates to 
be applied in 1957, the interest rate will remain unchanged 
at 534 per cent for six-month deposits, but for deposits 
whose value is tied to the cost of living index it has been 
lowered from 5%4 per cent to 4%4 per cent. 

Starting January 1, 1957 the commercial banks re- 


introduced which had not been 


index-tied deposits, 
accepted by them in 1956. These deposits must be made 
for a period of at least 12 months and for a minimum 
amount of Fmk 30,000. Deposits in an “Index Account 
\” will be fully adjusted in proportion to any increase in 
the cost of living index of not less than a full 1 per cent, 
and will be subject to ordinary taxation. Deposits in an 
“Index Account B” will be adjusted to the extent of only 
50 per cent of such increase in the cost of living index. 
but will be tax exempt. A fall in the cost of living index 
will not entail any reduction in a deposit. 

The commercial banks will in future be eligible to issue 
their own bonds to the public. In recent years bonds have 
been issued almost exclusively by the Government. The 
banks have agreed to purchase for their own or for their 
customers’ accounts Fmk 6 billion in government bonds 
in 1957. 

Source: Hufvudstadsbladet, Helsinki, Finland, January 2. 
1957. 


West German Financial Policy 


The German Finance Minister has taken the opportu- 
nity afforded by the presentation of the 1956-57 budget 
estimates to make some general observations on the 
Government’s financial policy during the last few years. 
The situation called, he said, for the continuation of the 
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present policy, on the success of which there could be no 
two opinions. Since 1949 the increase in governmental 
expenditure had run more or less parallel with the rise 
in the national product, both having amounted to between 
125 per cent and 130 per cent. But if the financial sound- 
ness of the deutsche mark and of Germany’s financial 
policy was beyond doubt, the future prospect was not 
without its dark side. The expenditure provided for in 
the present estimates (DM 33.2 billion ordinary and 
DM 1.6 billion extraordinary) represented the utmost 
limit if the policy of stability were to be successfully 
continued. The Minister hinted that, if further expendi 
ture demands were put forward, the Government would 
make use of its constitutional right of veto. 

With the exhaustion of the reserves of manpower and 
of production capacities, economic expansion was tend- 
ing to slow down, though it was still proceeding at a con- 
siderable pace. Owing to tax reductions, fiscal revenue 
in the last few years had not increased as sharply as the 
national product, and further tax reductions were quite 
out of the question. In defending the Government’s ac- 
cumulation of considerable liquid balances, the Minister 
said that in 1957 Germany would be living to some extent 
on the results of its foresight in earlier years. The 
resources which had been set aside for certain purposes, 
and in particular for defense, would be applied to other 
needs. The postponement of some of the country’s obli- 
gations—mainly defense expenditures—was not, how- 
ever, without danger. From 1958 onward the piling up 
of commitments might lead to difficulties which could be 
overcome only by adopting fundamentally new methods. 
The 1957 budget, the Minister concluded, wound up an 
era in West Germany's postwar financial policy: the 
period of accumulation of large reserves was now at 
an end. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany, December 8, 1956. 


Reduction of German Discount Rate 


At a meeting attended by the Federal Ministers of 
Finance and Economy, the Central Bank Council of the 
Bank deutscher Lander decided to lower the German 
discount rate from 5 per cent to 4!» per cent, effective 
January 11, 1957. The discount rate had been reduced 
by ‘2 per cent, to 5 per cent, in September 1956 (see this 
Vews Survey, Vol. IX, p. 84), after having been raised 
during the previous year from 3% per cent to 5'% per 
cent. The President of the Central Banking System, Dr. 
Karl Bernhard, stressed the belief of the Council that 
the current situation of the German economy warranted 
a certain relaxation of the credit curbs; although expan- 
sion had not slowed down to the point of calling for an 
expansive credit policy, it permitted such a cautious step 
as had been taken. The lower discount rate was thus 


interpreted as a recognition of the slackening in the 


tension which had previously prevailed in the economy. 
Dr. Bernhard also mentioned the beneficial effect of the 


lower 


rate in reducing the disparity between interna- 


tional money rates; the incentive for an inflow of short- 
term funds, attracted by the high German money rates. 
has now been further reduced. He concluded that some 
danger! signs had yet to be removed before the central 
bank could completely abandon the restrictive course 


pursued in recent months. 
Bank deutscher Lander, 


tikeln, Frankfurt am 
ary ll, 1957. 


source: lusziige aus Pressear- 


Main, 


Germany, Janu- 


Austria Joins Multilateral Arbitrage Scheme 


Austria has recently joined the multilateral foreign 
exchange arbitrage system which is operated by a num- 
ber of EPU countries. Austrian authorized banks have 
been permitted, as of January 2, 1957, to conclude spot 
transactions and forward transactions for up to six 
months involving the Austrian schilling and ten other 
European currencies, viz., those of Belgium, Denmark, 
France. the Federal Republic of Germany, Italy, the 
Netherlands, Switzerland, and the 


United Kingdom. For dealings in French franes or with 


Norway, Sweden, 
banks in France, forward transactions are limited to 
three months. 

Official buying and selling rates %4 of 1 per cent on 
either side of parity, which constitute the lower and 
upper limits for spot transactions, have been published 
by the Austrian National Bank in agreement with the 
central banks of the other countries concerned. In Lon- 
don, where official dealings in Austrian schillings began 
on January 2 (for the first time since before the war), 
a small turnover was reported, with the spot ratg opening 
at 72.68! and closing at 72.74 schillings per pound 
sterling. The Bank of England’s “spread” for the Austrian 
schilling is 72.251 to 73.342 schillings per £1. Forward 
rates were quoted on a parity with spot. 


Sources: Die Presse, Vienna, Austria, December 22. 
1956: The Financial Times, January 1. 1957, 


and The 


England. 


Times, January 3, 1957, London. 


Polish Economic Policy 


The vice-president of the National Bank of Poland 
stated early in December that for several months Poland 
has been under the threat of inflation. One of the main 
causes of this situation was the demands of workers for 
increased wages and the payment of premiums on account 
of earlier years. The total wage bill had risen consider- 
ably, while it became increasingly difficult to increase the 
volume of goods supplied to the market. The National 
Bank of Poland is now formulating new principles of 


financial control over wage funds, which are to be 





idapted to changes in the management of the national 
omy and to new decrees issued by the Government. 


Economic Council was to be established on Janu- 


|. 1957. to advise the Government in connection with 


model” of Poland. 


about 30 members, is 


“transformation of the economi 


The ¢ have 


ouncil. which will 
expected to be headed by Professor Oskar Lange, with 
Czeslaw Bobrowski. former head of the Central Planning 
Office. as Bobrowski. who 


recently returned from Paris, has spent some years study 


permanent secretary. Mr. 
ing the Yugoslav economic system in his private capacity 
The abolition of obligatory deliveries of agricultural 


products by farmers is now under discussion in Poland. 


The slow progress that is being made is reported to be 


With 


farm efhciency. agricultural ma- 


due to lack of sufficient reserves of farm produ ts. 
a view to improving 


hines. which have hitherto been managed centrally 


through Tractor and Machine Stations). are being sold 
to farmers’ cooperatives and to individual farmers. 


Warsaw. Poland. 


Source: Trybuna Ludu, 


1956. 


December 7, 


Middle East 


UN Technical Assistance fo the Sudan 


Although the Sudan has only recently beer 
into the United Nations. a limited UN techni 


program has been in operation in the Sudan for the last 


admitted 
il assistance 
four years Expenditure on this program amounted to 
1956. 


1957 is 


$51.484 in 1955 and $146,423 was approved for 
The cost ot the 


$218.962, which provides for 


program recommended for 
21 experts and 15 fellow- 
ships. The Sudan Government will receive assistance in 
the fields of economic planning. transport. agriculture, 


vocational health 


training. administration, and funda- 


mental education. 

Source: UN Council. The Ex- 
panded Programme of Technical Assistance for 
1957 (UN E/TAC/L.115). New 
York. N.Y.. November 16. 1956. 


Economi and Social 


Document 


UN Technical Assistance fo Jordan 


Phe cost of the UN technical assistance program rec- 
ommended for Jordan in 1957 is $4123.875. For 1956. 


$383.341 was approved, and actual expenditure in 1955 


was $334,034. The recommended program for 1957 pro- 


vides for 41 experts, 21 fellowships. and some purchases 


of equipment and supplies. The program covers the fields 


| 


of administrative services, transport, agricultural pro- 


duction, fisheries. vocational training. health services. 


education, and town planning. 

UN Economic and Social Council, The Expanded 
Programme of Technical 
(UN Document E,/ TAC 
\.Y., November 16, 1956. 


source: 


{ssistance for 1957 


L.115). New York. 
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Lebanese Note Issue 


In the first ten months of 1956 the Lebanese note issue. 
which at the beginning of the year had been LL 266 
million. increased by 14 per cent, about the same rate as 
At the end of March it was 
LL 275 million. and at the end of June, LL 
rising further to LL 304 million at the end of September 
and of October. A sharp increase followed in the first 
week of November after the outbreak of hostilities in the 
Middle East. 7 the total was LL 342 


million. This increase of LL 38 million in one week was 


in the previous two years. 


286 million. 


and on November 


related to a withdrawal of funds by bank depositors. 
By the end of the year confidence had been restored and 
funds began to flow back to the banks. In the second 
half of December the note issue declined to LL 333 mil- 


lion. the first decline recorded in recent years. 


The note issue cover as of the end of December 1956 
was composed of gold, LL 264 million (or 80 per cent 
of total note issue); Lebanese Treasury bills, LL 55 mil 
million; 


lion: institutions, LL 5 


advances to public 
advances to third parties guaranteed by the State, and 
other miscellaneous assets in Lebanese currency, LL 9 
at the end of 1955. 
LL 253 million, or 95 per cent of the total note issue, was 
The increase of LL 11 million in gold in the 
note issue cover during 1956 took place in the second 
half of December. 


million. Of the note issue cover 


in gold. 


Source: Le Commerce du Levant, Beirut. Lebanon. Janu 


ary 5, 1957. 


Far East 


Indian Banking Legislation 


\ Bill to amend further the Banking Companies Act, 
1919, was introduced in the Lower House of Parliament 
on December 7, 1956 by the Indian Finance Minister. It 
seeks to prevent certain undesirable tendencies in the 
administration of banking companies which may affect 
their soundness or which may not be in the public inter- 


est or in the interests of depositors. 


Phe Bill seeks to make control of banking companies 
more effective by the following measures: (1) The pay- 
ment of excessive remuneration to bank employees will 
be checked, with due regard to all the relevant factors. 
(2) The existing restrictions on the exercise of voting 
rights by individual shareholders will be made applicable 
to the banks which are now exempt from such restrictions. 
15, 1937, and the 


Reserve Bank will be empowered to direct the election 


viz.. those established before January 


of new directors on the basis of the restricted voting 
rights. (3) The appointment as a bank director of any 
person who is a director of other companies, which 


together can exercise voting rights in excess of 20 per 
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cent of the voting rights in a banking company, will be 
prohibited. (4) The Reserve Bank will be authorized to 
obtain statements and information over a wider range 
than hitherto for the performance of its functions under 
the Banking Companies Act. (5) The Reserve Bank will 
also be authorized to give directions to banking com- 
panies in relation to matters of policy or administration 
affecting the public interest and to make failure to observe 
such directions liable to specified penalties. (6) The 
appointment of managing directors, managers, or other 
chief executive officers of banking companies and the 
terms of their appointment will be subject to the prior 
approval of the Reserve Bank. (7) The Reserve Bank will 
have authority to appoint an observer or observers to 
report on the conduct of affairs of a banking company. 
(8) The definition of “public servants” for the purpose 
of Chapter IX of the Indian Penal Code and the Preven- 
tion of Corruption Act, 1947, will be widened to include 
the chairman, director, auditor, liquidator, and other 
employees of banking companies, so that action may be 
taken in cases where illegal payments are received by 
them. 

The Lower House approved the Bill on December 21, 
after rejecting a motion to refer it to a select committee 
for further study. 


Reserve Bank ol Vews Digest. 
16, 1956, and The Times of India. 
1956, Bombay, India. 


Sources: India, Indian 
December 


De embet a. 


Indian Import Policy 


On December 29. 


India 


announced its import policy for the first half of 1957. 


1956, the Government of 


Che new policy, which is more restrictive than any policy 
in effect during the past five years, is designed to effect a 
saving of Rs 300 million (US$63 million) in foreign 
exchange in 12 months. The full impact will not be 
felt until the second half of 1957, 


already issued on commitments will be valid during the 


because licenses 
period January-June 1957. The liberal licensing scheme 
whereby licenses were granted on the basis of trading 
capacity rather than of imports in a specified earlier 
period and licensing to newcomers have been terminated. 
while import quotas for 509 items have been reduced. 
and face-value restrictions have been imposed in respect 


of 30 other items. 


The most important of the items subjected to import 
quota reductions are cigarettes. cigars. beer, wines and 
spirits, toilet articles, paper, cotton, wool and rayon 
fabrics, sheet and plate glass, bicycles, cutlery, medicines, 
coal tar dyes, exposed cinematograph films, certain types 
of machinery, lead pencils, fruits, betel nuts, spices, and 
tallow. The quotas for a few essential items, including 
ball bearings, certain small tools, and a few chemicals. 


have, however, been liberalized. The degree of discrimi 


nation between hard and soft currency ireas has been 


further reduced by permitting importers to utilize 50 per 


unless 


ent of the face value of their licenses. 
percentage is indicated, on purchases from the 


currency area. Additional items have been incl 


the export promotion scheme list, and an atter 


been made to link the export of rayon fabrics wi 


licensing of imports of rayon yarn. 


surce: The Times of India, Bombay, India. 
ber 30. 1956. 


Japanese Economic Outlook 


The Economic Planning Board expects the 


srowth of the Japanese economy to slacken somewhat in 


the near future. According to a provisional estimate 


Japan’s gross national product will increase by 6 p 


in the fiscal year beginning April 1957: the in 


during the current fiscal year has been estimates 


per cent [The rate of increase 


i 


industrial pré 


probably decline from 16 per cent in 


t 
7 per cent next year. Agricultural pri 


to he 


irrent vear it was 3 


lower by | per cent, 


whereas during the 


per cent lower than in the previous 


year Exports are expe ted to increase by 7 per cent 


ind domestic private investment by 2 per cent, « mpared 


with increases of 17 per cent and 2 


, 
) per cent. respec 


tively. in the current year. 


Bank of Japan, Fortnightly Letter, Tokyo, Japan. 
December 1, 1956. 


Source 


Bank of Japan Note Issue 


The maximum limit on the note issue of the Bank of 
Japan was raised on December 14, 1956 to ¥ 650 billion 
about $18 billion), from ¥ 510 billion, at which leve 
it had stood since December 10, 1952. The latter level. 
which was being exceeded in recent months. was con- 
sidered inappropriate in view of the present rapid 
of Japan’s economic growth. 

Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
December 17, 1956. 


Indonesia's Contribution to International Tin Buffer Stock 


The Indonesian Government has announced that Indo- 
nesia’s contribution to the tin buffer stock under the 
International Tin Agreement will be made in full in cash. 
Indonesia’s share in the initial global contribution to the 
buffer stock 
lent—is 22.9 per cent of the total; the cash value of this 
contribution at the minimum agreement price of £640 


per long ton works out at about £2.220.000. Indonesia’s 


about 15,000 long tons or its cash equiva 


contribution will be made in three equal installments: the 


first installment was paid on October 15, 1956, the second 





) “0 
ls 


was to be paid on December 15, 1956, and the last will 
be paid on March 15, 1957. 


Sources: Indonesian Observer, Djakarta, Indonesia, De- 
cember 17, 1956: International Tin Study 
Group, Statistical Year Book, 1956, The Hague. 


Netherlands, 1956. 


Philippine Special Import Tax 


The special import tax of the Philippines has been 
reduced, effective January 1, 1957, from 17.3 per cent to 
15.3 per cent. This reduction is in accordance with the 
provision in the Philippine agreement with the United 
States that the tax would be reduced by 10 per cent 
annually unless collections from it in any year fell short 
of the collections from the exchange tax in 1955. The 
import duty collections in 1956 amounted to P 82 million, 
about P 18 million more than in 1955. 

Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., January 3, 1957. 


United States and Canada 
U.S. Oil Developments 


Major U.S. oil companies, led by Humble Oil and 
Refining Company, a Standard Oil affiliate, have raised 
by about 12 per cent the price of the crude oil which they 
purchase in Texas. The increase is attributed to sharp 
increases in demand for Texas crude oil, higher costs of 
production since 1953, and the need to encourage 
domestic oil exploration for reasons of national security. 
As a result of the crude price increase, oil product prices 
in general in the United States and other Western Hemi- 
sphere countries are expected to rise sharply, and costs 
to Western Europe will also increase. The crude price 
increase is attributed more to demand than to supply 
factors; some have described it as premature and too 
large, particularly in view of current large inventories. 

The U.S. Department of the Interior has predicted a 
fourteenfold increase in U.S. crude oil exports during the 
first quarter of 1957. Exports are expected then to 
average 433,000 barrels per day, compared with only 
30,000 barrels in the first quarter of 1956. During the 
second quarter of 1957, shipments are expected to decline 
to 242,000 barrels per day. 

Sources: The Journal of Commerce and The Wall Street 
Journal, New York, N.Y., January 4 and 9, 1957. 


U.S. Domestic Investment 


The U.S. Department of Commerce and the Securities 


and Exchange Commission recently announced that 
expenditures on new plant and equipment by U.S. busi- 
nesses are expected to increase to a seasonally adjusted 
annual rate of $38 billion in the first quarter of 1957, 
compared with the revised figure of $37.3 billion for the 


fourth quarter of 1956. (For the full year 1956, capital 
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expenditures are expected to be $35 billion, some 22 per 
cent more than for 1955.) The anticipated increase. 
however, is the smallest quarterly change in the past two 
years. The slowdown in investment, which started in the 
third quarter of 1956, was due partly to the five-week 
stoppage in the steel industry during July and part of 
August. Consequently, most industries were unable to 
carry out the expansion plans reported in the September 
survey of the Department of Commerce (see this News 
Survey, Vol. IX, p. 130). Moreover, the slack seems to 
have been intensified by the uncertainty caused by the 
Middle East crisis and a cutback in spending by the auto- 
mobile manufacturers. Thus, the change in the rate of 
investment from the last quarter of 1956 to the first of 
this year is expected to be only 1.9 per cent, compared 
with 4 per cent increases in the second and third quar- 
ters of last year. 

Most of the 1957 first quarter rise will come from con- 
tinued high expenditures by public utilities, communica- 
tions, and railroads. Little change is expected in other 
nonmanufacturing industries. In manufacturing, capital 
expenditures are scheduled to decline slightly for durable 
goods, offset by a small increase by nondurable goods 
companies. Among the durable goods industries, in- 
creases are expected in machinery, nonferrous metals, 
and nonautomotive transportation equipment producers: 
these advances are expected to be more than offset by 
the cutback in spending by the automobile producers. 
Among the nondurable goods industries, investments are 
expected to be higher for the chemical, petroleum, and 
paper industries, with textiles lagging. 


Source: The Wall Street Journal, New York, N.Y., De- 
cember 7, 1956. 


Canadian Foreign Aid 


Subject to parliamentary approval, a Canadian contri- 
bution of $34,400,000 will be made in the fiscal year 
1957-58 to assist countries in south and southeast Asia 
participating in the Colombo Plan. A similar amount for 
assistance to Colombo Plan countries has been made 
available during the present fiscal year, 1956-57. This 
will mean that since the beginning of the Colombo Plan 
in 1950 Canada will have contributed, by March 31, 1958, 
a total of $198,800,000 to the Colombo Plan. This 
Canadian assistance has been to a large extent concen- 
trated on power developments, on building up transport 
and communication systems, and on surveys of natural 
resources. In addition to the capital provided, part of 
the money is being devoted to the technical assistance 
program. 

The Canadian Government has also allocated $250,000 
to the UN High Commissioner for Refugees and $250,000 
to the Canadian Red Cross Society, for assistance to the 
victims of recent events in Hungary. Both sums will be 
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charged against the vote of $1,000,000 recently approved 
by Parliament for this purpose. 


Source: Department of External Affairs, Canadian Week- 
ly Bulletin, Ottawa, Canada, December 19, 1956. 


Latin America 


Financing of Peru’s Fiscal Deficit 


A law of the Peruvian Congress enacted on Decem- 
ber 12, 1956 authorizes the Government to negotiate 
with the Central Reserve Bank of Peru a loan of S/. 900 
million (equivalent to about $47.4 million), which will 
permit the consolidation of existing short-term debts and 
provide about S/. 200 million in new loans from the 
Central Reserve Bank in order to finance the uncovered 
part of the 1956 budgetary deficit. The Government's 
short-term indebtedness to the Central Reserve Bank 
originated in budgetary deficits. The cumulative balance 
of S/. 422 million at the end of December 1955 rose to 
700 million by the end of November 1956. 
The S/. 900 million loan will carry an annual interest 


nearly S/. 


rate of 2 per cent, and amortization at the annual rate 

of 5 per cent will begin in 1958. 

Sources: La Prensa, Lima. Peru, December 13 and 21. 
1956. 


Bolivia's Stabilization Program 


The exchange reform and stabilization program of the 
Bolivian Government, for the support of which the Inter- 
national Monetary Fund agreed in December 1956 to a 
one-year stand-by arrangement, is embodied in four 
basic decrees issued on December 15 ‘see this News 
Survey, Vol. IX, pp. 197 and 211). The first decree 
entitled the “Stabilization Decree.” contains the main 
features of the plan. 


The Stabilizatior. Decree provides for the establish- 
ment of a single exchange rate for all transactions, the 
freeing of exports and imports, abolition of price con- 
trols, abolition of pulperias (stores for sale of essential 
foodstuffs and other supplies at subsidized prices) in the 
nationalized mines. reforms in the operations of the 
Mining Bank, raising rents, regulation of the fiscal and 
exchange budgets, the regulation of banking transactions. 
and changes in the Social Security Code. 


The second decree, which makes a new customs tariff 
effective, adopts a new tariff schedule, consisting of 1.197 
paragraphs, and abolishes c.i.f. surcharges. All exemp- 
tions from customs taxes on merchandise imports are 
canceled, except those provided for in government con- 
tracts and in the petroleum code, and penalties are pre- 
scribed for false invoicing. 


The third decree, which regulates the taxation of agri- 
cultural and forest products exports, exempts exports 
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of all nonmineral or petroleum products from Bolivia 
from payment of any taxes other than taxes (regalias/ 
payable in convertible foreign exchange on the value of 
the product, in accordance with the quotations prevailing 
in world markets. These taxes range from 3 per cent 
for woolen. alpaca, and llama fabrics, to 15 per cent for 
vicuna woolens and others. The tax on hides and skins 
is 10 per cent; on livestock, 12 per cent: on coffee, 10 
per cent; and on rubber, 6 per cent. The entities which 
previously participated in the proceeds from these export 
taxes shall be entitled to receive a fixed sum based on the 
1955 yield plus a 30 per cent subsidy. and provision will 
be made in the 1957 general budget for a global amount 
to cover these payments. 

The fourth decree. which regulates the taxation of 
mineral production, requires the Mining Bank, the Min- 
ing Corporation. and private mining companies to pay 
taxes (regalias) in free foreign exchange to the Govern- 
ment on their exports. These taxes are in substitution for 
previously existing export duties and profit taxes, and are 
based on the mineral content of the ore and its gross 
value. For ore which is 17.5 to 60 per cent fine, the 
percentage which must be paid on tin concentrates varies 
from 0.10 to 18.00, increasing with the price of tin. At 
a price near the current price of US$1 per pound. 14.2 
per cent must be paid on ore which is 60 per cent fine. 
while ore which is 17.5 per cent fine pays only 0.40 
per cent. 


Source: El Diario, La Paz. Bolivia. December 17. 1956 


Minimum Prices for Brazilian Cotton 


On December 1, 1956, the Brazilian Government 
announced minimum prices for the 1956-57 cotton crop 
for the State of Sao Paulo and other southern states. 
The guaranteed price for seed cotton of the “regular” 
type 5, bagged and delivered to gins. will be Cr$150 per 
arroba (of 15 kilograms). The minimum price for the 
1955-56 season seed cotton of the same type 5 was Cr§135 
per arroba. 

The guaranteed minimum price for 1956-57 lint cotton 
of type 5, baled and delivered to warehouses in the City 
of Sao Paulo, will be Cr$498 per arroba, which, at the 
official selling exchange rate of Cr$43.06 per U.S. dollar. 
is equivalent to 34.97 U.S. cents per pound. 

Cotton exports from the 1955-56 crop have been 
handled by the Bank of Brazil. Exports of type 5 lint 
cotton (“regular”) were guaranteed a fixed f.o.b. price 
of Cr$523 per arroba. provided that exporters paid 
producers Cr$135 or more per arroba of seed cotton. 

The latest estimates indicate that the 1956-57 crop will 
be slightly lower than the 1955-56 crop of 1.7 million 
bales (of 500 pounds gross). 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C.. December 31. 1956. 
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Uruguayan Monetary Developments 


The advance deposits on imports collected by the Bank 
of the Republic of Uruguay in accordance with the decree 
of August 3. 1956 (see this News Survey, Vol. IX. p. 71) 
amounted by the end of November to Ur$117.2 million. 
or about 15 per cent of total money supply. During this 
period, total currency circulation nevertheless increased 
by UrS2 million. 


The limited effect on currency circulation of heavy 
advance deposits is a result of the efforts of the Bank of 
the Republic to offset their contractionary impact (see 
this Vews Survey, Vol. IX, pp. 211-12). While advance 
deposits collected from August 1 through October 1956 
totaled Ur$108.2 million. the Bank of the Republic 
increased its direct loans during the same period by 
Ur$24.3 million. and its rediscounts to the commercial 
banks by Ur$49.5 million. so that only Ur$34.4 million 
of the total collections of advance deposits had to be 
financed from other sources. 

The Bank of the Republic has recently issued a decree 
which permits the investment in bonds of the Mortgage 
Bank of up to 50 per cent of advance deposits. This is 
intended to provide a stimulus to the lagging construc 
tion industry. 

The increase in currency circulation took place during 
a period when there were not only heavy advance deposit 
collections. but also falling foreign exchange reserves. 
August-October 
period, which is a low export season. In October the 
authorities sold US$21 million of the gold stock of 


US$33.9 million which is held in New York. 


These reserves usually fall during the 


El Dia, Montevideo. Uruguay. December 7 and 
15, 1956. 


Sources: 


Uruguayan Budgetary Receipts 


The budgetary receipts of the National Government of 
Uruguay, including exchange profits, for the first eight 
months of 1956 were 12 per cent above those for the 
same period of 1955. Total collections reached Ur$417 
million. compared with Ur$374 million for the first eight 
months of 1955. The principal increase was in collections 
of direct taxes, which rose to Ur$164 million, from 
Ur$138 million in the similar period of 1955. Collections 
of exchange profits also increased considerably: this 
reflected the increase in Uruguayan foreign trade owing 
to increased wool exports. 

Source: El Bien Publico (Weekly Edition). 


Montevideo, Uruguay, December 18. 1956. 


Airmail 


Other Countries 


Australian Wool Prices 


The Australian wool market reached a peak in early 


December, with prices for most qualities higher than for 


over two years. Prices eased slightly later in the month. 
For the five months ended November. sales of 1,630,000 
bales realized £A 152 million, at an average price of 75.67 
Australian pence per pound. The average price in the 
same period in 1955, when 1.620.000 bales were sold. 


had been 58.36 pence per pound. 


Bank of New South Wales, Review (Wool 
Votes), Sydney. Australia, and National Bank 
of Australasia. Wool Letter, Melbourne, Aus 
tralia. December 22, 1956. 


Sources: 


Rhodesian Installment Credit Controls 


In a draft of hire-purchase legislation proposed by the 
Federal Government of Rhodesia and Nyasaland, figures 
have not been included for minimum cash deposits for 
different types of purchase, and for the periods over 
which payment may be spread. These figures will be 
inserted at the last possible moment before the bill goes 
before Parliament. It is proposed that the Minister of 
Finance should be allowed to vary down payments and 
installment periods by Notice in the Government Gazette. 


in the light of changes in economic conditions. 


Source: Barclays Bank D.C.O.. Overseas Review. Lon- 
don, England. December 1956. 


Southern Rhodesian Tobacco Sales in 1956 


During the 1956 tobacco auctions in Salisbury. which 
ended on November 6, a total of 171.6 million pounds 
While the volume of this 


year’s sales was around 46 million pounds larger than 


was sold for £23.6 million. 


during the 1955 season, the gross proceeds increased by 
only £2.5 million, to £23.6 million, as the average price 
dropped to 32.96d. per pound in 1956, from 40.35d. per 


yound in the preceding year. 
} } : 


Source: The Standard Bank of South Africa Limited 
The Standard Bank Review, London, England 
December 1956. 
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